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' We have consndered your appllcatxon for reeogmtlon of exemptuon from federal
‘icome tax under sechon1501 (c)(9) of the Internal Revenue Code .

3

You are a tmstformed on—for the purpose of prowdmg benefits to

i1e employees of employers that provlde building semces in the State of — '

You wxll be. provudmg lrfe, medlml short term and long term di’sabillty benefits. All
/articipants are provided with a group term life insurance benefit-of. $10,000. All .
rarticipants are permltted to purchase additional amounts of lifé Insurance. The overall

1aximum benefit of life insurance that may be: purchasod iz the lesser of five time _
.annual earnings or $500 ;000 The'monthly benefit. provnded to'paiticipants under your
long term disability planiis 50% of monthiy eamings-up to a maximum benefit of $5, 000 -
i per month. Your short term dlsablllty benefits provide several. options toyour . .
t employerlemployee members 1A flat benefit amount, not to'exceed $500 per week; 2.
! z60% of weekly Income, to:a maxlmumof $500 per week or3 66 2/3 % of weekly
- :ncome to a maximury of $500 per- week . ;

W The brochure you. have submrtted indicates that thellfe msurance you provide
lincludes multiple salary.plans and class based plans, Schedule A of your Trust .
' iiprovides that "eligibility. and coverage.rules shall be determined in-accordance with each
' lof the contracts for beneﬁts under the Plan selected by and applicable to the. . T
. ..;jcontributing employer.” *n addition, Schedule A also states that™an employer may..

. {treat...different classes of employees differently.” Examples of so-called pem'nSSlble
' classiﬁcatlons include hourly. managenal and supervisory employees. - In your letter. of.
_- you mdlcate that beneﬁts are provi _ded on a umfonn basis and that -
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“further revrew of an employee census for drscnmmatory practlces would not be
1eeeessary A

5 Partlcrpatron in your program is: lrmrted to the members of the Pennsylvama
" - Builders Association. Your membership is divided into: three separate classes; the

- Builder Members; Assogiate’ Members and Subcontractors and Specialty Trade
. Contractors. In Schedule'B of your trust document you-have indicated the Standard

; ;fr Industrial Classification'Codes for your classes of menibers.. The brochure you have C
e eubmrtted concerning your progray: indicates that you provrde ‘coverage for. "groups with' A

“ene or more employees It also includes sole proprietors in the groups of individuals
¢ entitled to receive beneﬁts In your application you have indicated that information-

| rgarding the totai number of persons covered by the plan who are highly compensated
mdrvrduals Is "not avarlable noris the number of employees not covered by-the plan

" Your membershrp oonsrsts ofa burlder member dassrﬁoatron and an associate
. \nember classification.. This [atter ‘classification includes such oceupahons as '’
t accountmg architects,. attomeys, etc. that you believe are related to your builder

, ‘member classification. The jnformation:shows that you also classify your membership .

:}.into- standard industries'and preferred industries and: charge different rates for your
medlcal beneﬁts for these classrﬁcations

i

o
5

_ i Seetron 501 (c)(9) of the Code describes a voluntary employees beneficiary -
'r association (VEBA) providing for the payment of life, sick, accident or other benefits to.

o L its members or their dependents or designated benefi iciaries, and in which no part of its . -

: |:net éarning inures (othier than through such payments) to the beneﬁt of any pﬁvate
i shareholder or mdmdual . ,

5 Sectzen 4 BOTE ,\(0}-2(a)(1) of the Ineome Tax Regulatrons provides that the .
I .* membership of an organization. descnbed in section 501(c)(9) must consist of .
individuals who become entitled to participate by reason.of their being employees and

whose eligibility for membershlp is defined by reference to objective standards that .
© i éonstitute an employment-related bond among such individuals. Typically, those .. ~ AR
j eligible for membership:in an organization described in, section 501 (c)(9) aredefined by -

. Freference to a common employer, affiliated employers, or membership in a given labor *. " ;

-union. in addition, employees of one or more employers engaged in the same line of
ousiness in the same- geographrc locale will be oonsrdered to share an emptoyment-
2 related bond : :

s Sectron 1.501 (c)(9)-4(b) of the Regulatlons provrdes that any paymenttoany .
. member of disproportionate benefits, where such payment is not pursuant to objective .

~ +and nondiscriminatory standards, w1|l not be considered a benefit within the meaning’ of - :
z section’ 1.501(c)(9)-3 of the regulations even though the. benefit otherwise is one of the
. 5 P pe penmtted by that section. For example the payment to hrghly compensated -
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’ "employers), - to.coverage Under one or more collective bargaining agreemente (wrth, ) : o
Jespect to benefits: provrded by reason of such agreements(s)), to membershipina ." .. ; _

asrs of objectrve and feasonable sta‘ndards adopted by. the assocnatxon
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Based on the inforthation submrtted -we conclude that you are not a voluntary
, mployees beneﬁcrary assocratlon as that term i is used in sectron 501 (c)(9) of the

; i To qualrfy asa section 509(c)(9) employees associatron employee—members must. - - _f
1 share a. ;special affinity with:one. anpther i in:a manner which constitutes an ‘employment- e

“Y'related: common bond v ln thrs regard sectron 1 501(c)(9)-2(a)(1) of the regulatrons
;:rovrdes that: e

R The membershrp of an orgamzatron descnbed in sechon 501(c)(9) must
t ~consrst of individuals who become entitled. to parbcrpate by-reason of their being -

i

t - -eimployees and: whose eligibility for membership is defined by reference and whose 3 "
z f o eligipility for. membershrp is defined reference to objective standards that oonstrtute Chne
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an-EMPLOYMENT-RELATED COMMON BOND among such individuals. -
Typically; those ellglble for membershrp in an organization described In section
501 (c)(9)-are defined. by reference»‘to a common emiployer (-or affiliated

‘labor:union,.of to membershrp in:one.or more:-locals of a national or mtematronal
labor union. .Far example membershlp in an.association might be open to all -

. by reason of one:or-more collective bargaining. agreements. In addition,
. 'EMPLOYEES.OF ONE:OR MORE EMPLOYERS.ENGAGED IN THE SAME LINE

TO:SHARE AN EMPLOYMENT-RELATED BONDFOX F2IRFOSES OF AN .
ORGAN!ZATION THROUGH WHICH THEIR EMPL:OYERS-PROVIDE BENEFITS.

o 3 .. Whether a, group of individuals is defined'by referencs to.a permissible standard ° -

'or standards is a questron to be determrned with regard to- all the facts and
'.crroumstances takrng into acoountthe gurdehnes set forth in this paragraph. :

‘ .

‘:‘ x | Your adoptrng employers are wnhm the same “ eographrc locale” as we have

‘ ; mterpreted that term in section: 1,501 (c)(9)—2(a)(1) of the regulations. However, not all

i-of'your, employers - have the necessary common bond ‘suchr as your listed associate .

' ‘hi | members nor the degree of affiliation to.meet these. requirements of section..

4 11.501(eX9)-2(a)(1)of the regulations.. The information submitted shows that a i 5 > RR

i substantial number of your proposed.mem bers will be: associated with: other rndustnes
o proféssions such as the banking rndushy real estate industry and the legal ; :
“wrofession.  In:addition, the information; submitted shows that you will be using -
Standard lndustnal Classrt‘ cation (Economrc Drvrsrons) for. meeung the same hne of

r)ersonnel constrtute prohubrted murement unless the differential-can be Justrﬁed on the
= ' n

‘'employaés of a particular employer; or to employees:in'specified job dassrﬁcatrons'"- L E
‘working for certain; ‘employers at'specified locations and who are entitled to beneﬁts R S

<O BUSINESS; IN THE SAME GEOGRAPHIC LOCALE WILL BE CONSIDERED n
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P busmess requnrement for your employers You. have not estabhshed that all of these . )
. 'r employers use similar. produchon or marketing facilities, do niot produce productsor . . .
|prov1de services having markedly samllar characteristics and do not compete inthe
! 'same markets. Acoordmgly, for the:feasons stated above we conclude that notall - |
S i employees of! tyour eémployers: satisfy the employment’ related common bond L \
. -*{"’requirement of section: 1,501 (c)(9)—2(a)(1) of the regulatrons for being a. Volunteer . |
s iEmployee Association. . t : o ‘
ot } H
ven B In addmon based on the mformahon submitted: rt appears that beneﬁts may be L
S .f pmvrded ona dlscnmlnatory basis: Your application and brochure clearly indicate: that
i ' sertain, classificatlons are- pennrtted ‘However, your-attorney has stated that you do not
i rovide, .benefits on a {discriminatory’ bas:s In orderito eliminate any cénfusion in this
" atter; we recommend:that you amend your goveming. .instrument to ensure that your
' - henefits-are not. dlscnmmatory w:thm the meaning of section 505 of the Code; violate -
i «#1e inurément.proscription of séction 1.501(c)(S)-4(a) of the regulations nor violate:the - -
Y 'g_uulsproporhonate benefits! requnrement of' section 1 501(0)(9)—4(b) of the regulations.

S r ' Acoordmgly, based on all the facls and circumstances, we conclude that your
: rust-and. plan, does not: iqualify for reoognrhon of exemptron fmm federal income tax
mder sectlon 501 (c)(Q) of the Code

L You have the nght to protest thls rullng if you beheve rt is mcon'ect To protest, you
-, | should;submit a Statement of your views, with-a.full explanation of your reasoning:, This".
-; satement sigried by ong of: your oﬁicers must be- submitted within 30 days.from the - = '..
I vidate of this letter. :You also haveé a rightto a conference.in this office afteryour = '
e ,tatement is submitted.. 'You. must request the conference, if you want one, whenyou i .. -l \
file your.protest statement. If you -are:to be represented:by someone whoisnotoneof - -, . ‘
rour. officers, that personiwill need toifile a proper power.of: athomey and othenmse che T i
L fnlr‘v um:icr auf Ciference and Practxm Requirerfients. =, - S
i ' o . i
e If we do nothear fmm you wrthm 30-days, this rulmg will beoome finalandacopy . . | - |
* 1.wlll be forwarded to-the; Ohio EP/EQ key district office. Théreafter, any questions about ~ -~ "+ |
* {' your federal income tax status: should be'directed to that office, either by calling 877- . i %
: -829:5500 (a toll free number) or sendmg correspondence fo; Iritermal Revenue Semoe o o |
"r EPIEO Customer Sewrce P.0: Box 2508 Cincinnati, OH 45201 ' o

When sendlng additronal letters to us with respect to thns case you will expedlte
r s:r e, recelpt by usmg the followmg address: :
P  Internal Revenue Service © -
Gl o Attne T:EO:RA:T:2
D .77 1111 Constitution Ave, N:W.
', - Washington, D.C. 20224 .
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If-you have anyquestions, please contact the person whose name and telephone
number:are shown in the heading of thig letter. L _

. (signed) Terrell M. Benxovsay
o *  Termrell M. BerkoVsky —
‘ " Manager, Exempt Organizations
Technical Group 2 -
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